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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  the  Legislative  Council  for 
the  two  fiscal  years  ending  June  30,  1987. 

The  audit  was  conducted  by  James  J.  Wosepka,  CPA  under  a  contract 
between  the  firm  and  our  office.  The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 


Scott  A.  Seacat 
Legislative  Auditor 
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INTRODUCTION 

I  performed  a  financial-compliance  audit  of  the  Legislative 
Council  for  the  two  fiscal  years  ended  June  30,  1987.  The 
objectives  of  the  audit  were  to:  (1)  determine  if  the 
financial  schedules  present  fairly  the  Council's  results  of 
operations  for  the  two  fiscal  years  ended  June  30,  1987:  (2) 
determine  if  the  Council  complied  with  applicable  laws  and 
regulations;  and  (3)  make  recommendations  for  improvement  in 
the  management  and  internal  controls  of  the  Council. 

I  thank  the  staff  of  the  Legislative  Council  for  their 
cooperation  and  assistance  during  my  audit. 

BACKGROUND 

Title  5,  Chapter  5  and  11,  MCA,  established  the  Legislative 
Council  as  an  eight-member  council.  The  function  of  the 
Council  is  to  provide  legal  services,  bill  drafting  and 
research  to  the  Legislature  and  interim  Committees.  The 
Legislative  Council  also  enrolls,  prints,  and  mails  all 
bills  and  preparies  House  and  Senate  Journals  and  Session 
Laws  for  publicaiton.  The  staff  also  provided  for  the 
recodification  and  indexing  of  Montana  Statutes. 

The  Legislative  Council  consists  of: 

Legislative  Research 

Legislative  Services 

Management 

Legal  Services 

Interim  Studies  and  Conferences 

Montana  Codes  Annotated 

INTERNAL  CONTROL 

I  have  examined  the  financial  schedules  of  the  Legislative 
Council  for  the  two  fiscal  years  ended  June  30,  1987.  I 
issued  my  opinion  dated  September  18,  1987  on  these 
schedules.  As  part  of  my  examination,  I  made  a  study  and 
evaluation  of  the  Council's  control  system.  My  study 
evaluated  the  system  as  required  by  generally  accepted 
governmental  auditing  standards  for  financial  and  compliance 
audits.  I  classified  the  controls  in  the  following 
categories : 

1.  Expenditures/ 1 iabi  1  it ies ; 

2.  Property,  plant  and  equipment; 

3.  Payroll;  and 

4.  Revenue/receivables. 
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My  study  included  the  control  categories  listed  above.  I 
applied  alternative  audit  tests  to  property,  plant,  and 
equipment  as  I  determined  it  was  more  efficient  to  expand 
substantive  testing  for  this  area.  Through  my  study,  I 
determined  the  nature,  timing,  and  extent  of  my  auditing 
procedures.  I  did  not  evaluate  the  control  system  to  the 
extent  necessary  to  give  an  opinion  on  either  individual 
segments  or  the  system  as  a  whole. 

The  management  of  the  Legislative  Council  is  responsible  for 
establishing  and  maintaining  a  system  of  accounting  control. 
In  fulfilling  this  responsibility,  estimates  and  judgments 
by  management  are  required  to  assess  the  expected  benefits 
and  related  costs  of  control  procedures.  The  objectives  of 
a  system  are  to  provide  management  with  reasonable  assurance 
that:  (1)  assets  are  safeguarded  against  loss  from 
unauthorized  use  or  disposition;  (2)  transactions  are 
executed  in  accordance  with  management's  authorization;  and 
(3)  transactions  are  recorded  properly  to  permit  the 
preparation  of  financial  schedules  in  accordance  with  state 
accounting  policies.  Inherent  limitations  in  any  system  of 
controls  may  cause  errors  or  irregularities  to  remain 
undetected.  The  current  system  evaluation  should  not  be 
used  to  project  to  future  periods  since  the  procedures  may 
become  inadequate  or  compliance  with  them  may  deteriorate. 

The  limited  purpose  of  my  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material 
weaknesses  in  the  system.  Accordingly,  I  do  not  express  an 
opinion  on  the  system  of  controls  used  by  the  Legislative 
Counci 1 . 

This  report  is  intended  solely  for  the  use  of  management  and 
the  Legislature  and  should  not  be  used  for  any  other 
purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon 
acceptance  by  the  Legislative  Audit  Committee,  is  a  matter 
of  public  record. 

PRIOR  AUDIT  COMMENTS 

The  prior  audit  report  of  June  30,  1985  contained  four 
recommendations  of  which  all  have  been  implemented. 

STATE  COMPLIANCE 

I  reviewed  compliance  with  state  laws  that  could  have  a 
material  impact  on  the  financial  schedules  of  the  Council. 
In  my  opinion,  the  Council  complied  with  the  state  laws  and 
regulations  tested.  Nothing  came  to  my  attention  that 
causes  me  to  believe  untested  compliance  issues  are  not  in 
accordance  with  applicable  laws  and  regulations. 


AUDITOR'S  REPORT 
AND  SCHBDULES  OF  AGENCY  FINANCIAL  ACTIVITY 


JAMES  J.  WOSEPKA 

CERTIFIED  PUBLIC  ACCOUNTANT 


P.O.  BOX  1097 

41  CENTRAL  AVENUE  SOUTH 

BEACH,  NORTH  DAKOTA  58621 

(701)  872-4321 


P.O.  BOX  602 

10  EAST  MONTANA  AVENUE 

BAKER,  MONTANA  59313 

(406)  778-2816 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 


I  have  examined  the  financial  schedules  of  the  Legislative 
Council  for  each  of  the  two  fiscal  years  ended  June  30,  1987 
and  1986  as  listed  in  the  table  of  contents.  My 
examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  Standards  for  Audits  of  Governmental 
Organizations,  Programs,  Activities,  and  Functions  and, 
accordingly,  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  I  considered  necessary 
in  the  circumstances. 

As  discribed  in  Note  1  to  the  financial  schedules,  the 
Legislative  Council's  financial  schedules  are  prepared  in 
accordance  with  state  accounting  policy.  Accordingly,  the 
accompanying  financial  schedules  are  not  intended  to  present 
financial  position  and  results  of  operations  in  conformity 
with  generally  accepted  accounting  principles. 


In  my  opinion,  the  schedules  referred  to  above  present 
fairly  the  results  of  operations  and  the  changes  in  fund 
balance  of  the  Legislative  Council  for  the  two  fiscal  years 
ended  June  30,  1987,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1,  applied  on  a  consistent 
bas  is . 


Baker,  Montana 
September  18,  1987 


^//%/^J^ 
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LICENSED  IN  NORTH  DAKOTA  AND  MONTANA 


LEGISLATIVE  COUNCIL 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1986 


FUND  BALANCE:  July  1.  1985 

ADDITIONS 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Support  from  State  of  Montana 
Nonbudgeted  Revenue  &   Transfers  In 
Total  Additions 

REDUCTIONS 
Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditures 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  to  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1986 


Special 

Capital 

Revenue 

Project 

General  Fund 

Funds 

Funds 

$ 

-0- 

$584,377 

$  -0- 

21,069 

745,736 

(4145 

2. 

123,045 

3.803 
749.539 

4,056 

L 

.143.700 

4,056 

1, 

,859,050 
549 

316,618 

4,121 

1,647 

10 

282.454 
,143,700 

467.215 
783.843 

L 

4.121 

$ 

-0- 

8550,074 

$   (65) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  1_0_  through  12  . 
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LEGISLATIVE  COUNCIL 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


FUND  BALANCE:  July  1,  1986 

ADDITIONS 
Budgeted  Revenue  &  Transfers  In 
Support  From  State  of  Montana 
Cash  Transfers  In 

Prior  Year  Expenditure  Adjustments 
Total  Additions 

REDUCTIONS 
Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditures 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  To  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1987 


Special 

Capital 

Revenue 

Project 

General  Fund 

Funds 

Funds 

$     -0- 

$550,074 

$  (65) 

63,566 

41,591 

2,448,904 

8,201 

944 

8.600 
58.392 

2.512.470 

944 

2,508,610 

148,525 

879 

156 

1,694 

2.010 

46.075 
194.600 

2.512.470 

879 

$     -0- 

$413,866 

$-o- 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  1_0  through  12. 
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LEGISLATIVE  COUNCIL 

SCHEDULE  OF  BUDGETED  REVENUE  &   TRANSFERS  IN  -  ESTIMATED  &   ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1986 


Sale  of 
Documents  &  Grants, Gifts, 
Merchandise   &   Donations 


Total 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

AGENCY  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  22,000 
21,069 

e   (931) 


8700,000 
745,736 

$  45,736 


$17,500 
10,825 


$  22,000 
21,069 

$    (931) 


$700,000 
745,736 

$  45,736 


$  17,500 
10,825 


3(6,675)     $  (6,675) 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages 10_  through  12  . 
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LEGISLATIVE  COUNCIL 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  -  ESTIMATED  &  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1987 


Sale  of 
Documents  & 
Merchandise 

GENERAL  FUND 
Estimated  Revenue  $50,000 

Actual  Revenue  63 , 566 

Collections  Over 

(Under)  Estimate  $13,566 

SPECIAL  REVENUE  FUND 
Estimated  Revenue  $36,500 

Actual  Revenue  41,591 

Collections  Over 

(Under)  Estimate  $  5,091 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  10  through  12  ■ 
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LEGISLATIVE  COUNCIL 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1986 


Legislative 
Council 
Feed  Bill 
PERSONAL  SERVICES 

Salaries  $  11,604 

Employee  Benefits  1 ,352 

Total  12.956 

OPERATING  EXPENSES 

Contracted  Services  114,082 

Supplies  &  Materials  3,004 

Communications  32,157 

Travel 

Rent 

Repair  &  Maintenance 

Other  Expenses 

Total  149,243 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

TOTAL  PROGRAM  EXPENDITURES       $162.199 


Interim 

Studies  & 

Conferences 

$  34,503 

2,633 

37,136 


15,044 
7,833 
3,831 

67,512 


75,501 
169,721 


$206,857 


Montana  Code   Legislative 
Annotated      Council 

$   995.420 
195,677 


312,438 


210 
95 


Total 

$1,041,527 
199.662 
1,191.097    1,241,189 


267,646 

133,254 

530,026 

2,198 

29,526 

42,561 

41,898 

25,725 

103,611 

696 

11.527 

79,735 

27,839 

27,839 

16,933 

16,933 

8.626 

84,127 

253 

430 

58 
6 

216 

071 

64 

287 

884,832 


58.426 
6,166 


$312.743   $1,508,814   $2.190.613 


CENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

CAPITAL  PROJECTS  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 

AGENCY  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


$326,319 
162,199 

$164.120 


$308,998 

188,036 

$120.962 


$  12,000 

3,875 

$   8.125 


$  17,500 

10,825 

$   6.675 


$969,000 

312.743 

$656.257 


2.224.219 
1,859,050 


365.169 


981,000 
U6.618 


664.382 


5,000 
4,121 


879 


17,500 
10.825 


6.675 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  10_  through  1 2  . 


LEGISLATIVE  COUNCIL 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1987 


Legislative 

Council  Feed 

Bill 


Interim 

Studies  & 

Conferences 


Montana  Code 
Annotated 


Legislative 
Council 


Total 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 


$  37,401 

42,408 

6,863 

86,672 


$  21,163 

1,657 

22,820 


$1,070,063 
40,573 
211,834 


$1,128,627 
82,981 
220,354 


1,322,470    1,431,962 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

TOTAL  PROGRAM  EXPENDITURES 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

CAPITAL  PROJECTS  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


261,244 

3,514 

99,448 

36 

111 

20 

364,373 


13,577 


54,930 
5,504 
2,182 

38,104 


72,992 
173,712 


38 


13, 

,577 

38 

$464 

,622 

$196,570 

$791 , 

464 

$327 

,809 
,623 
,186 

$208,703 

182,318 

$  26.385 

$  8,125 

8,125 

$      0 

$    879 

879 
$      0 

$118,265 

1,757 

16,768 

1,024 

1,272 

139,086 


76 
1,239 
1,315 


$656,252 

140,400 

$515.852 


262,007 
41,971 
26,395 
10,227 
29,642 
11,514 
5,283 


122,013 

30,148 

152.161 


$140,401   $1.861.670 


696,446 
52,746 

144,793 
49,391 
29,642 
12,897 
78,295 


387,039    1,064,210 


135,704 
31.387 

167,091 


$2,032,901   $3,033,413 

1,861,670    2,508,611 

$  171,231   $  524,802 


664,377 
148,525 


$  515,852 


879 
879 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  on  pageslO  through  12 
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LEGISLATIVE  COUNCIL 

NOTES  TO  THE  FINANCIAL  SCHEDULES 
JUNE  30,  1987  AND  1986 


1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Accounting 

The  Legislative  Council  utilizes  the  modified  accrual  basis 
of  accounting  which  is  described  in  the  Montana  Operations 
Manua 1 . 

Under  the  modified  accrual  basis  of  accounting,  a  valid 
obligation  exists  when  the  related  liability  is  incurred 
except  for  the  following  items  which  are  also  considered 
valid  obligations  under  state  accounting  policy. 

If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal 
years  subsequent  to  the  fiscal  year  in  which  the 
expenditure  is  accrued. 

The  anticipated  cost  of  equipment  is  expensed  in  the 
fiscal  year  in  which  budgeted. 

Goods  ordered,  but  not  received  as  of  the  fiscal 
year-end,  may  be  accrued  if  the  purchase  order  was 
issued  in  the  fiscal  year  in  which  the  anticipated 
expenditure  is  to  be  accrued. 

Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to 
State  law.   The  following  fund  types  are  used  by  the  office: 

General  -  accounts  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to 
expenditures  for  specific  purposes.  Legislative 
appropriation  is  required  to  spend  from  the  fund. 
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LEGISLATIVE  COUNCIL 

NOTES  TO  THE  FINANCIAL  SCHEDULES 
JUNE  30,  1987  AND  1986 


Capital  Projects  -  accounts  for  the  financial  resources 
to  be  used  for  acquisition  or  construction  of  major 
capital  facilities. 

Trust  and  Agency  -  accounts  for  assets  held  by  a 
governmental  unit  in  a  trustee  capacity  or  as  an 
agent  for  individuals,  private  organizations,  other 
governmental  units  and/or  other  funds.  These  include 
Expendable  Trust  Funds  and  Nonexpendable  Trust  Funds. 
Activities  in  this  fund  include  the  funds  for  researching 
the  funding  of  a  program  for  retired  state  employees. 

Vacation  and  Sick  Leave 


Employees  are  paid  for  100  percent  of  unused  vacation  and  25 
percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  vacation  and  sick  leave 
are  not  reflected  in  the  financial  schedules  of  the 
Legislative  Council.  Expenditures  for  termination  pay 
currently  are  absorbed  in  the  annual  operational  costs  of 
the  office.  At  June  30,  1987  and  1986,  the  office  had  a 
liability  for  compensated  absences  of  $107,207  and  $102,654 
respect  i vely . 

2.  PENSION  PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  Council's  contributions  to 
the  plan  are  shown  below: 


Fiscal  Year 
1986-87 


Fiscal  Year 
1985-86 


PERS 


$66,012 


$63,882 


Defined  benefits  under  the  plan  are  based  on  years  of 
service  and  final  average  of  the  participants.  The 
actuarial  present  value  of  vested  benefits  and  the  amount, 
in  any,  of  unfunded  past  service  costs  for  employees  covered 
under  the  plan  were  determined  actuarially  sound  as  reported 
by  the  system's  actuary  at  June  30,  1986. 
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LEGISLATIVE  COUNCIL 

NOTES  TOTHE  FINANCIAL  SCHBDULES 
JUNE  30,  1987  AND  1986 

GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  Gereral  Fund  as  long  as  they 
stay  within  their  appropriation  limits.  Thus,  on  an  agency 
schedule,  the  General  Fund  beginning  and  ending  fund  balance 
will  always  be  zero. 

GENERAL  FIXED  ASSETS 

The  office  records  assets  on  the  State's  Property  and 
Accountability  Management  System.  A  schedule  of  the  change 
in  the  fixed  asset  balance  from  July  1,  1985  to  June  30, 
1987  follows: 


Balance 
July  1,  1985 


Net 
Addi  t  ions 


Balance 
June  30.  1987 


Equipment 


$130,  118 


$126, 180* 


$256,298 


*  Net  additions  includes  $46,143  of  new  purchases,  $81,875 
of  additions  of  items  purchased  in  prior  fiscal  years  and 
$1 , 838  of  deletions. 
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AGENCY  RESPONSES 


SENATE  MEMBERS 

J  D   LYNCH 

CHAIRMAN 
PAUL  F   BOYLAN 
JACK  E   GALT 
ALLEN  C   KOLSTAD 


EXECUTIVE  DIRECTOR 

ROBERT  B   PERSON 


Montana  Legislative  Council 

Office  of  the  Executive  Director 

State  Capitol 

Helena,  MT.  59620 

(406)  444-3064 


HOUSE  MEMBERS 
RALPH  S  EUDAILY 
VICE  CHAIRMAN 
REX  MANUEL 
ROBERT  L  MARKS 
JOHN  VINCENT 


October  2,  1987 


Mr.  James  Wosepka,  CPA 

P.O.  Box  602 

Baker,  Montana  59313 

RE:     Legislative  Council  Audit  Response 
Dear  Mr.  Wosepka: 

I  have  reviewed  the  draft  audit  report  submitted  to  me  with  your 
September  30,  1987  letter  requesting  a  written  response.   I  am 
pleased  to  have  the  opportunity  to  respond. 

On  behalf  of  my  predecessor  Diana  S.  Dowling,  the  Legislative 
Council,  and  myself  I  would  like  to  express  my  gratification  that 
no  problems  of  a  magnitude  significant  enough  to  warrant  a 
recommendation  were  discovered  during  the  course  of  the  audit. 
It  is  a  goal  of  this  office  to  operate  in  accordance  with  all 
requirements  and  accepted  practices  and  a  confirmation  of  success 
in  that  regard  is  useful.   It  speaks  well  of  the  whole  team  whose 
diligence  and  hard  work  is  required  to  achieve  this  result.   Amy 
Clark,  Lynne  Hamilton,  Kay  Roos,  and  Kathy  Thompson  who  are 
responsible  for  having  established  and  maintained  most  of  the 
procedures  that  create  the  audit  trails  are  chiefly  to  be 
commended. 

We  enjoyed  the  opportunity  to  work  with  you  on  this  audit.   Your 
approach  and  your  comments  were  helpful  and  to  the  point.   The 
audit  approach  reaffirmed  my  faith  in  the  audit  as  an  important 
management  tool. 

Sincerely, 


^2w^^2, 


Robert  B.  Person 
Executive  Director 
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